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Editorially Speaking
With this issue, the new staff of The Woman C.P.A. makes its debut. We are very
fortunate in having as a nucleus of this organization two staff members who proved their
abilities during the past year—Heloise Brown, who is editor of the Coast-to-Coast News,
and Alberta Crary, who has the responsibility of keeping us informed of new develop
ments in taxes.

Among the newcomers is the Assistant Editor, Phoebe Comer of Indianapolis. Her
ability as an accountant is supplemented by her knowledge of law, since she is a law
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school graduate. She proved an excellent parliamentarian at the recent St. Louis meeting,
and has long been a valued member of the Indianapolis Chapter.
The newly created position of Business Manager has been assigned to Mabel Brillhart
of Chicago who is also national vice-president of the ASWA. She formerly served as
secretary for the national organization and is now Secretary of the Chicago Chapter.
All communications regarding addresses, subscriptions, and business matters should be
addressed to Mabel Brillhart at 2155 Pierce Avenue, Chicago 22, Illinois.

Technical articles are the responsibility of Valerie Yudell, C.P.A., of Chicago. She is
president of the Chicago Chapter of the AWSCPA and is employed by the firm of
Levinson, Becker, Peebles and Swiren. Her main interest, however, is her two-year-old
son, Barry.

Helen Heth, who will review current literature, was highly recommended by her col
leagues in the Detroit Chapter. She is another of the clever people who have combined ac
counting training with a legal education.
As this is being written, the Sixth War Loan Drive is in full swing. It doesn’t seem neces
sary to urge our members to buy bonds or to give them the many reasons for doing so. Cer
tainly we all know the reasons and how important it is that the loan quotas be met. But are
we spreading our knowledge? First, ask yourself if you are buying all the bonds you can
manage. After answering that question in the affirmative, ask yourself if you are influenc
ing others to do their full share in the purchase of bonds and stamps. If you cannot hon
estly answer yes to that question—get busy.

One of the most important—or probably, the most important—office in any Chapter is
that of the Program Chairman. She is, in a sense, the educational director and the pro
grams she furnishes should not only be interesting but also thought-provoking. The good
accountant should have a firm foundation in the knowledge of accounting theory, and she
should also be conversant with general business conditions and have some acquaintanceship
with the problems of other fields of business endeavor, such as finance, marketing, produc
tion, personnel, and others. A difficult but highly useful field of study is in the analysis of
the political effect of economic events and the economic effect of political events.
In discussing the appointment of Professor Thomas W. Leland as educational director of
the American Institute of Accountants, Professor A. C. Littleton writes as follows: “Some
of the educational responsibilities of an organization apply to its membership. In a way
it is education in current events that is needed, though not of the weekly news magazine
type. In some respects it is postgraduate work that is needed, though not of a kind to lead
to an academic degree. ... A demand for education in current professional developments
should flow from the membership; an adequate amount of such information should come,
in part at least, from the professional organization.”1

To some extent our members come to us for help in specific accounting or tax problems.
More frequently, however, they need assistance in fitting their specialized accounting train
ing into its proper perspective in the general picture of business, economic and political de
velopments. Furnishing that assistance is the responsibility of our organization, particularly
of those in charge of programs.
1Accounting Review for October, 1944, p. 451.
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Coast-to-Coast
Heloise Brown, C.P.A., Houston, Texas
Atlanta

Mrs. Gertrude Harris, one of Atlanta’s out
standing professional women, was the guest
speaker at the meeting of the Atlanta Chap
ter of ASWA on November 14. Mrs. Harris,
who is a member of the American Bar Asso
ciation, is Second Vice-President of the Geor
gia Federation of Women’s Clubs and Past
President of the National Association of
Women Lawyers. The discussion of the Equal
Rights Amendment by Mrs. Harris was a
very interesting one with the members taking
part in the open discussion which followed
this address. Another topic discussed by Mrs.
Harris at this meeting was the relationship
existing at the present time between the
accounting and legal professions.
Chicago
The Importance of OPA Regulations was
the interesting subject discussed by Sidney M.
Libit, consultant to the Director of the Food
Division of the OPA, before a recent meet
ing of the Chicago Chapter of ASWA at the
Central YMCA Restaurant.
Helen Bergren, Myrtle Denney, Marie
Glasen, Alice A. McLean, Edna L. Lange,
and Estelle Snow are being welcomed as
new members in this chapter.
Chicago was well represented at the an
nual meeting in St. Louis in October. Among
those in attendance at this meeting were
Mabel Brillhart, Harriet N. Challenger, Mary
G. Gildea, Edna Grambort, Grace S. Keats,
Josephine Kroll, Beatrice Lenth, Laura
Leoffler, Claire O’Reilly, Leontine Reilly,
Frances Sadauskas, Adorine M. Winter,
Helen Kisonos, and Valerie Yudell.
The members of the Chicago Chapter
were cordially invited to a Thanksgiving
party at the home of Celeste Brensley on
Sunday afternoon, October 19. The hostess’
husband served a delicious dinner, after
which, in order that no one departed without
knowing everyone else, each member intro
duced and spoke briefly about her neighbor
at the table. A short business meeting fol
lowed.
Cleveland
Invitations which were issued by Marion
A. Frye, C.P.A., for the organization of a

Cleveland Chapter of the American Society
of Women Accountants brought together a
very fine group of Cleveland business women
on October 7. The occasion was a Tea—
held in the Rose Room of Hotel Cleveland—
at which sixty-eight women assembled. Mag
gie Breen, Cleveland’s only other woman
C.P.A., acted as co-hostess.
Miss Frye gave a short talk outlining the
activities of the ASWA and the great need
of such a chapter in Cleveland. Much en
thusiasm was shown, evidenced by the fact
that by the end of the following week over
fifty applications for membership had been
received.
Two weeks later, a dinner meeting was
held in which officers were nominated and
committees appointed. The following were
elected to serve as officers of this new chapter
for the coming year: Marion A. Frye as Pres
ident, Katherine E. Pfeifer as First VicePresident, Jean E. McElroy as Second VicePresident, Hazel I. Larson as Corresponding
Secretary, Theia Gebbie as Recording Secre
tary, and Darwina DeMarzy as Treasurer.
The number of people who have inquired
regarding the qualifications for membership
and the interest shown in this chapter has
been very gratifying. Many of the names of
the persons to whom invitations were issued
were secured through the cooperation of the
men members of the Cleveland Chapter of
Certified Public Accountants who have shown
a great interest in the progress of the organ
ization of this ASWA Chapter.
Mr. John L. Reeves, President of the
Cleveland Chapter of the Ohio Society of
C.P.A.’s, was the guest speaker at the meet
ing of this chapter on November 30.
Members of ASWA and AWSCPA join
in wishing Marion Frye and the Cleveland
Chapter continued success.
Detroit
The Detroit Chapter recently had a meet
ing on Withholding Taxes as They Affect the
Employee and the Employer. This meeting
was led by Miss Rosemary Hoban, a mem
ber of the staff of the Detroit office of Ernst
and Ernst, and Grace Dimmer, C.P.A. Mem
bers brought their own tax problems to be
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discussed and the discussion of these many
tax problems proved to be a very interesting
one.
Recognizing the vast importance of income
taxes today, the November meeting of this
chapter was planned with the cooperation
of representatives of the Collector of Inter
nal Revenue Office in Detroit. The discus
sion of individual income tax returns was
thoroughly enjoyed by all of those present
at this meeting.
Crystal Kilgour, the first President of the
Detroit Chapter of ASWA, was recently
elected Treasurer of the American Federa
tion of Soroptimist Clubs at their Biennial
Convention held in St. Louis. Congratula
tions!
Grand Rapids
Grand Rapids reports a very interesting
dinner meeting held on November 15th at
Wurzburgs with Lee W. Finch, Vice-Presi
dent of the Michigan National Bank, as
their guest speaker. Mr. Finch, who is in
charge of Trust Investments at this bank,
spoke on the Cost of the War and How It
Will Affect You.
The Grand Rapids Junior College has
prepared a bulletin in the interest of the op
portunities for women in accounting and
related fields. Particularly interesting is the
fact that the Public Relations Committee
of the Grand Rapids Chapter of ASWA was
asked to help in the compiling of the mate
rial for this bulletin.
Indianapolis

Francis Hughes, an outstanding attorney in
Indianapolis and an instructor at Butler Uni
versity, was the guest speaker at the meeting
of the Indianapolis Chapter on November
20. He chose as his subject Court Procedure
—a subject that proved to be of interest to
all present. Five new members were wel
comed into the chapter at this meeting.
The Wage and Hour Law was the sub
ject chosen by George E. Brickley and W. W.
Runge of the U. S. Department of Labor
when they recently addressed this chapter.
These two speakers gave the members valu
able information regarding this law.
Ida S. Broo, Mabel Jane Hamilton, Emily
Berry, Johanna Sullivan, Marguerite McCoy,
Charlotte McHugh, Phoebe Comer, Kather
ine Kaercher, and Evelyn Vick attended the
joint annual meeting of AWSCPA and
ASWA in St. Louis in October.
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Los Angeles

Harry C. Westover, with the Collector of
Internal Revenue Office in Los Angeles, was
the interesting speaker at the November
meeting of this chapter. Mr. Westover dis
cussed the new W-4 Forms which give effect
to the new method of determining exemp
tions from witholding prescribed by the In
dividual Income Tax Act of 1944.
On November 4th, Jane Goode invited the
officers and new members of the Los Angeles
Chapter to her home for luncheon and a
social meeting. The afternoon was thorough
ly enjoyed by everyone.
Vera Jean Bobsene, President of the Los
Angeles Chapter of ASWA, recently attended
a Congressional Tea at Pickfair, the home
of Mary Pickford. This tea was sponsored
by The National Woman’s Party assisted by
Miss Pickford, The Business Women’s Legis
lative Council of California, and The School
Woman’s Council and was given for those
groups endorsing the Equal Rights Amend
ment.
Jane Goode, Alberta Crary, and Eunice
Moseley attended the annual meeting of
AWSCPA and ASWA in St. Louis.
San Francisco
Percy Sackett, Certified Public Accountant
and a professor of accounting at the Golden
Gate College, was the speaker at the Novem
ber meeting of the San Francisco Chapter
at Hellwig’s Restaurant. He spoke on the
Personal Income Tax. Fifty-two members
and guests were present at this meeting.
In the future, the San Francisco Chapter,
in addition to their guest speaker, hope to
invite to their dinner meetings at least one
man prominent in the accounting field. This
program is being planned to acquaint a
greater number of people of the value of
membership in local ASWA Chapters and in
appreciation to those who have contributed
to the development and success of this chap
ter.
Spokane
Price Control and Regulations was the
topic of discussion at the November meeting
of the Spokane Chapter of ASWA. The
principal talk was followed by questions and
discussion of many of the price regulations in
force today.
The Ledger, local bulletin of ASWA, step
ped forth in a newly designed cover this

month. This interesting cover is pleasing re
cognition of the growth of this Society.
Terre Haute
Accounting of Today was the subject
chosen by Harry Brown, President of the
Wabash Valley Chapter of the National As
sociation of Cost Accountants, when he ad
dressed a recent meeting of the Terre Haute
Chapter. Mr. Brown pointed out that ac
counting is a basic need and that adjustments
are being made in the approach to account
ing.
LaFeme Williams and Marie Biewend at
tended the joint annual meeting of the Amer
ican Woman’s Society of Certified Public Ac
countants and the American Society of Wo
men Accountants in St. Louis, Missouri, in
October.

Christmas Parties
The Christmas spirit is coming early this
year—listen to some exciting plans for De
cember ASWA meetings!
Detroit is planning a Christmas party com
plete with decorations and a grab bag; India
napolis reports that their December meeting
will be a gala party; Jane Goode is offering
her home to the Los Angeles Chapter for
their dinner party scheduled for December
20turkey and dressing head the list of the
good things planned for this dinner; the San

Francisco Chapter plans to forget work and
have fun at their December meeting; and
Betty Lucas of the Spokane Chapter has
graciously consented to open her home to her
chapter’s Christmas party—it is rumored
that a war bond raffle will even take place
during the evening.
Welcome to New AWSCPA Members
Miss Anita L. Burns of Seattle, Washing
ton, is an associate member of the American
Woman’s Society of Certified Public Account
ants. Miss Burns, who is employed in Seattle
by Pan American Airways, Inc., passed the
the C.P.A. examination in the State of Wash
ington in November of 1943. She holds a
B.A. degree from the University of Wash
ington. Miss Elinor Jane Hill of Clifton, New
Jersey, is a new member of AWSCPA. Miss
Hill received her C.P.A. certificate in May
of 1944 and is employed in Passaic, New
Jersey, by H. B. Richardson & Company.
Mrs. Magdalene M. Pershing of Chicago,
Illinois, a new member of AWSCPA, is also
a member of the Chicago Chapter of the
American Society of Women Accountants.
Mrs. Pershing attended Purdue University,
Northwestern and Loyola University and
holds a Bachelor of Science and Master of
Science degree. Her C.P.A. certificate was
issued to her in 1943.

Tax News
Alberta R. Crary, Whittier, Calif.
THE TAX CALENDAR
December 1, 1944—

Before this date, every employee must sign
and return to his employer, the new With
holding Certificate, Form W-4. This new
certificate and the old W-4 must both be
signed by every employee entering new em
ployment during the month of December.
January 1, 1945—

The new withholding rates, and the new
withholding certificates, W-4, signed prior to
December 1, 1944, will go into effect.
January 15, 1945—

This date takes the place of December
15th of last year, extending the date for the
last quarterly payment of estimated tax. Final
revision of 1944 estimates and farmers’ only
required estimate of tax, must be filed by
January 15, 1945.

January 31, 1945—Employers’ “musts” for
this date are many:
1. Every employee who has been employed
during the year 1944 must be given a W-2
Withholding Receipt in duplicate, showing
the amount of wages earned and tax with
held.
2. Employers must file form W-3, the Re
conciliation of Quarterly Withholding Tax
Returns., To this, copies of the W-2 (Rev.),
given each employee showing wages paid and
tax withheld for each employee 1944, must

be attached.
3. Returns for fourth quarter 1944 Fed
eral Old Age Benefit Taxes are due, as are
State Unemployment Insurance Tax Re
turns in many states.
4. Form 940, Annual Return for Excise
Tax on Employers of Eight or more Individ
[7]

uals for the calendar year 1944 must be
filed.
March 15, 1945—
Final date for filing 1944 income tax re
turns.
Final date for filing first estimate of income
tax for year 1945.
THE NEW FORMS
Employee’s Withholding Exemption Cer
tificate-Form W-4 (Rev.) 1944. This new
form is to be filed by every employee on or
before December 1, 1944, or upon the date
thereafter that new employment is started.
The withholding rate changes provided in
the Individual Income Tax Act of 1944 be
come effective on the first pay day after Jan.
1, 1945. A new exemption certificate must be
filed by an employee within ten (10) days
after a change in status. Item 2 on the back
of the new W-4 reads:
“Changes in Exemptions.—You may file
a new certificate at any time if the number
of your exemptions increases. You must file
a new certificate within ten (10) days if the
number decreases for any of the following
reasons:
(a) Your wife (or husband) for whom
you have been claiming exemption either
dies, is divorced, or claims her (or his) own
exemption on a separate certificate.
(b) The support of a dependent for whom
you have claimed exemption is taken over
by someone else.
(c) You find that a dependent for whom
you claimed exemption will receive $500 or
more of income of his own during the year.”
Neither the certificate nor the questions
and answers supplied by the Commissioner in
the folder “Your Withholding Exemptions,”
tells the employee that the employer is per
mitted a choice as to the date the amended
withholding certificate may become effective.
Reg. 115, Sec. 404-205 (as amended by T. D.
5412, October 31, 1944) reads: “Where a
new certificate on Form W-4 (Rev. 1944) is
not filed until on or after January 1, 1945,
and is not filed on or before the date of
commencement of employment with the em
ployer, and a withholding exemption certifi
cate was in effect with the same employer on
December 31, 1944, such new certificate need
not be made effective until the first payment
of wages made on or after the first status
determination date (January 1 or July 1)
which occurs 30 days after the date on which
[8]

such certificate is furnished, but the em
ployer, at his election, may give effect to
such certificate beginning with any payment
of wages made after such certificate is filed.”
Unless the new W-4 (Rev. 1944) is filed as
required, the employer is required to with
hold in the bracket for persons claiming no
exemption. The Regulation quoted above
may lead to misunderstanding between em
ployer and employee. The employer of a
few employees may easily put the new certifi
cate into effect on the first pay day after the
new certificate is filed. However, the large
employers whose employees run into the
thousands, may need some time to process the
new certificate and put it into effect. The em
ployer is only required to make adjustments
twice a year.
Item 3, Dependents.—A dependent is a
person who received more than one-half of
his or her support from taxpayer, who has
less than $500 of his or her own income
during the year and is closely related to you.
A dependent must be: son, daughter, grand
child, stepson, stepdaughter, son-in-law,
daughter-in-law, mother, father, grand
parent, step-parent, parent-in-law; brother,
sister, step-sister or brother, half sister or
brother, sister or brother-in-law, aunt, uncle,
nephew or niece (but not if only related by
marriage). Adopted children have same
status as children of blood. A person not in
cluded in the above list cannot be claimed
as an exemption. A child supported by you
in your home who is not related to you or
legally adopted cannot be claimed as an ex
emption. You may have claimed your
mother as an exemption in prior years. She
is living in your home, you furnished all food
and clothes. She has a small income from a
trust of only $500 a year, which she has
spent as she desired, but nothing toward her
support. In 1944 she cannot be claimed as
a dependent. She must file her own return.
Your daughter is over 18, but you are sending
her to college. In prior years you could not
claim her as a dependent. This year you can.
How much difference will there be in with
holding tax in 1945 and 1944? A man earns
$75 weekly, is married, claims exemption for
his wife—no other dependents.
Weekly tax withheld in 1944 — $10.20
Weekly tax withheld in 1945 -— $11.60
If the taxpayer had two children:
Weekly tax withheld in 1944 — $7.80
Weekly tax withheld in 1945 — $7.50

Taxpayers will pay tax for the year 1944
based on the same exemptions and rates as
provided for in the withholding tables for
1945. However, their withholding for the
year 1944 has been based on the 1943 rates
and exemptions. The married man above,
with no dependents will have an income from
wages in 1944 of $3,900. Income tax with
held from the wages, totals $530.40. His tax
according to the table on the new Form 1040,
will be $608. He will therefore have to pay
additional tax of $77.60 which will have
been paid on estimated tax statements or
must be paid by March 15, 1945. Had the
new withholding rate been in effect in 1944,
the taxpayer would only have to pay $4.80
to fully pay his 1944 tax.
Form W-2 (Rev.)—Withholding Receipt
1944—The return as prepared by the Treas
ury Department is made up in triplicate, the
original and duplicate of which are to be
given to the employee, the triplicate, W-2a
is to be sent to the Collector with Form W-3
—Reconciliation of Income Tax Withheld.
The Treasury has also prepared a fourth copy
made up in sheets which may be obtained
from local Collector’s Office if the employer
wishes to keep a copy of the employee slip.
Form W-2 (Rev) on the original and dupli
cate copies provides an income tax form for
taxpayers whose income consists of wages
only, not in excess of $5,000, or whose other
income from wages on which no tax was
withheld, interest, or dividends does not ex
ceed $100. Five lines on the front of the
form provide for wages, other income, total
income, amount received by both husband
and wife if return includes income of both,
and the amount of estimated tax paid if any.
The back of the form provides space for list
ing personal and dependent exemptions and
instructions. The original is sent to the Col
lector’s Office, and the tax will be figured
there. The taxpayer will be sent a bill for
the amount of tax due which must be paid
within thirty days, after the date of the bill.
Extreme caution should be followed in the
use of this form. If the taxpayer owns his
own home, or is buying a home, his deduc
tions should be computed by the taxpayer.
The taxpayer may incur traveling expenses
in his employment which are deductible in
arriving at adjusted gross income. Then form
1040 should be used. The use of form W-2
may be used widely in industrial areas by per

sons whose only source of income is from
wages under $5,000, who own no property,
make no substantial contributions to religious
or charitable organizations and who have had
no large medical or dental expenses. This
form should not be used if the taxpayer has
a substantial foreign tax credit or prepaid
tax credit on tax-free covenant bonds. If the
taxpayer uses Form 1040, a copy of W-2
(Rev.) must be attached to the return.
Form 1040)—U. S. Individual Income Tax
Return. The 1944 Income Tax Return was
released in September of this year, a full
three months before the usual time of release.
By the time this is published, forms may be
secured from local offices of the Collector of
Internal Revenue. The new form has four
pages. If income is wholly from salaries,
wages, dividends and interest and is less than
$5,000 and the taxpayer chooses to use the
optional deductions of 10%, a Short-Form
Return may be filed by filling out page one
only. The amount of tax is stated on the
table on page two. If this form is used, tear
off page one, and send in with remittance
for amount due before March 15, 1945.
If taxpayer’s income is in excess of $5,000,
and if deductions are claimed in excess of
10% of your income, use the Long-Form
Return, and compute the tax on the bottom
of page four.
The 1944 Return is well thought out, and
shows a decided effort toward simplification.
There has been sufficient room allowed for
deductions, by the average taxpayer. For the
accountant who will use the form almost
exclusively as the Long-Form Return, the
way it is put together will be a source of
never ending amazement. This wondrous
illogical arrangement could have been, avoid
ed by putting the fold at the top or left side,
instead of the bottom of page one, and using
page numbers in sequence. Page one is in
the usual place, page two is the usual page
four. Page three inside of page one, page
four inside of page two. When you open the
return for the inside schedules, you encoun
ter that mental hazard of looking at every
thing upside down. You begin the fun of
twisting and turning to bring the totals from
the schedules to page one. If you are still
in your right mind and right side up after
two and one-half months of this, fellow ac
countants, you will be able to take anything.
[9]

Julia Benton Hopkins is a Virginian, having been born in
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Some Aspects of Airline Accounting
By Julia Benton Hopkins, C.P.A.
Washington, D. C.

Airlines engaged in interstate air trans
portation, overseas or foreign air commerce,
operate under the provisions of the Civil
Aeronautics Act of 1938, and the rules and
regulations of the Civil Aeronautics Board
promulgated thereunder. Under the econo
mic provisions of the Act, air carriers must
obtain from the Civil Aeronautics Board a
certificate of public convenience and neces
sity before engaging in air transportation
over any particular route. Certificates are
issued only after formal application has been
made to the Board and after a public hearing
has been held. When issued, the certificate
generally authorizes the carrier to engage in
air transportation with respect to persons,
property, and mail between certain terminal
and intermediate points designated in the
certificate. However, there have been a num
ber of certificates issued authorizing the
transportation of persons and property only,
and others limiting authorization to the trans
portation of mail.
In general, air transportation in the United
States and between the United States and
foreign countries is carried on by corpora
tions organized under the laws of the various
states. However, the Board has the authority
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to issue permits to foreign air carriers who
wish to carry on foreign air commerce be
tween the United States and any other coun
try. These permits are similar to the certifi
cates of public convenience and necessity, and
the same type of formal application must be
made in order to procure one. Only a few
such permits have been issued.
Nature of Business: The powers of airline
corporations as set forth in the certificate
of incorporation are ordinarily very broad
and of a general nature. Specific powers
usually include the right to contract for the
air transportation of passengers, express and/
or mail, to manufacture, buy, sell or deal in
aircraft and aircraft equipment, and to train
and instruct pilots. Under the specific powers
airlines conduct charter and special flights,
and the larger airlines maintain work shops
and hangars where repairs and maintenance
work is done on aircraft owned by smaller air
carriers and by private individuals.
Organizations: The Civil Aeronautics Act
requires that the president and at least twothirds of the directors and managing officers
of any corporation engaged in air transporta
tion be citizens of the United States, and at
least seventy-five per cent of the voting stock

of the corporation must be owned or con
trolled by citizens of the United States. How
ever, railroads, steamship companies and
motor carriers are limited in their participa
tion in the stock of air carriers. The Civil
Aeronautics Board held in the petition of
American Export Airlines, Inc. that the lan
guage of the Act of 1938 “rigidly limits par
ticipation of the older forms of transportation
in the air transport field.” Under the provi
sions of Section 408 of the Act, approval must
be obtained from the Board before a control
ling interest may be acquired by “any other
common carrier.” The Board will grant ap
proval only when the air service is an inte
gral part of the operation of the other com
mon carrier, and does not constitute an alter
nate means of transportation to the common
carrier from point of origin to destination.
The organization of a corporation engaged
in air transportation is broken down into
three functional divisions—the traffic and
sales division, the operations and mainten
ance division, and the treasury division. The
traffic and sales division, which is usually
under the immediate supervision of a vice
president of the corporation, has entire re
sponsibility for the solicitation of traffic, the
handling of passengers, the managing of air
mail and express, inter-line relations and all
public relations, including advertising and
publicity.
The operations and maintenance division is
also under the supervision of a vice president.
This division is the major functional division
of the company and may be divided into
two subdivisions. A superintendent of oper
ations is in charge of one subdivision, called
the operations department. He is responsible
for both flights and ground operations. The
other subdivision, called the engineering and
maintenance department, is under the super
vision of a chief engineer, who is responsible
for both overhauling and line maintenance.
The treasury department is under the
supervision of a treasurer who, in the small
organizations, acts as the comptroller. The
treasury division handles all matters pertain
ing to the collection of revenue and the pay
ment of expenses. Work in this division is
broken down according to functions and as
signed to sections. The most important sec
tion is the general accounting section. It is
the responsibility of this section to keep the
general ledger and the general journal, and
to prepare the monthly balance sheet and

profit and loss statement. Also, the general
accounting section checks the accounting and
statistical data prepared by other section of
the treasury division and ties in such data
with the accounting books and records of the
company.
Because of its importance, the function of
accounting for revenue is handled by a sep
arate section and the work is divided into
inter-line refund and ticket auditing. There
is also a property section that maintains de
tail property records, as the largest portion
of an airline’s assets consisting of aircraft
and equipment. Another section of impor
tance in the treasury division is the statistical
section. Data complied by this section throws
light on the cost of maintenance and opera
tions and are used for comparative purposes
by the Civil Aeronautics Board and the Air
Transport Association.
Regulation of the accounts, records, and
reports: Under the provisions of section 407
(d) of the Civil Aeronautics Act of 1938, the
Civil Aeronautics Board is empowered “to
prescribe the accounts, records, and memo
randa to be kept by air carriers.” By virtue
of this authority, the Board adopted the Uni
form System of Accounts for Carriers by Air,
originally prescribed by the United States
Post Office Department in 1930. As it be
came apparent that radical revision was
needed in the classification of accounts, the
Board, in January 1942, issued its first ac
counting manual entitled, Uniform System
of Accounts for Domestic Air Carriers. Con
stant revision of the manual has necessitated
its publication in loose-leaf form, which facil
itates the incorporation of all current changes
in their proper places.
The Civil Aeronautics Board requires that
monthly Reports of Financing and Operat
ing Statistics be filed on CAB Form 2780.
Information shown on the various schedules
comprising the report is in detail and the
data contained therein enable the Board to
supervise closely the financial operations of
air carriers to determine the efficiency of
their management, and to require timely cor
rection of any accounting matter the Board
deems necessary. From the statistical in
formation in the report, the Board compiles
a great deal of data which are frequently
used as basis for legislative recommendations
to Congress. CAB Form 2780 requires the
submission by the airlines of the following
schedules:
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Schedule 1—Balance Sheet
Schedule 3(a)—Statement of Profit and
Loss
Schedule 3(b)—Statement of Operating
Revenues
Schedule 4(a)—Statement of Aircraft
Operating Expenses
Schedule 4(b)—Statement of Ground and
Indirect Expenses
Schedule 4(c)—Statement of Station
Expenses
Schedule 6—Operating Property and
Equipment
Schedule 7—Retirements of Operating
Property
Schedule 8—Aircraft and Aircraft Engines
Acquired and Retired
Schedule 9—Analysis of Extension and
Development Accounts
Schedule 12(a)—Traffic Report by Routes
Schedule 12(b)—Traffic Report by Routes
Schedule 13—Aircraft Miles Flown and
Engine Hours Flown
Schedule 14(a)—Aircraft Utilization by
Types of Aircraft—Monthly
Schedule 14(b)—Aircraft Utilization by
Types of Aircraft—Quarterly
Schedule 15—Statement of Flight Equip
ment Spare Parts and Assemblies
The classification of accounts as set forth
in the Manual is divided into four main
groups: (1) balance sheet accounts; (2)
operating revenue accounts; (3) operating
expense accounts; and (4) income accounts.
In a brief article such as this it is not pos
sible to discuss these various classifications in
detail. Therefore, only those accounts of
particular importance are described.
Depreciation: The nature of the assets of
an air carrier are not unusual and present
no unique accounting feature. By far the
largest asset items are the investment in air
craft and equipment, which, because of the
revolutionary developments in aviation, are
subject to rapid obsolescence. The loss in
service value due to obsolescence is recognized
as a current operating expense. In the broad
definition of depreciation given in the Uni
form System of Accounts, depreciation is de
fined as “losses occurring in physical property,
either temporary or permanent, suffered
through current lessening in service value due
to wear and tear from use and the action of
time and the elements, which are not re
placed by current repairs; also, the losses in
capacity for use or service occasioned by ob
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solescence, supercession, discoveries, change
in popular demand, or the requirements of
public authority.”
It should be noted that this definition of
depreciation includes both temporary and
permanent losses in service value. The
Manual does not state what is meant by a
temporary loss but apparently this term rep
resents the loss in value which may be re
placed at a later date through repairs or
renewals. This type of loss is generally known
in accounting as “deferred maintenance.”
One of the unusual features in the treat
ment of depreciation for air carriers is the
requirement that depreciation start on the
date the asset is placed in revenue service
and “ceases on the date such property is
withdrawn from service.”
The depreciation rates vary with the class
of equipment. The following rates, although
not standard throughout the industry, have
been used by a few air carriers in the past:
Estimated
Rate
Useful
Per
Life
Annum
Years
Per Cent
Flying Equipment* ................
5
20
Passenger Service Equipment..
5
20
Station Radio Equipment........
5
20
Shop Equipment ....................
8
12.5
Motorized Vehicles ................
4
25
Furniture and Fixtures.........
15
6⅔
Engineering Equipment ...... 15
6⅔
Airport and Airway Lighting. .3
33⅓
Fuel Storage Equipment..........
7
14.3
Miscellaneous Ground Equip
ment ................................... 10
10
Buildings and Improvements
on Land not Owned.......... 10
10
Improvements on Leased Prop
erty ..................................
3
33⅓

*20 Per Cent Residual Value on Hulls and
Engines only.

Most of the aircraft and equipment now
in use have been in operation more than
five years and air carriers are beginning to
consider the advisability of writing off the
residual value, as engineers believe the equip
ment will have little resale value when new
aircraft are available. The Manual provides
that adjustment or revision in depreciation
rates, or residual values, shall not be made
retroactively but shall affect only subsequent
accounting periods. Usually planes are
depreciated on a unit basis. However, air
carriers having in operation ten or more
planes may at their option depreciate them
on a group basis.
Inventories’. Inventories of an airline may
be classified as of two kinds: (1) materials

and supplies of an expendable nature, which
may be used interchangeably on various types
of equipment; and (2) spare parts, instru
ments, and assemblies which may be used
only on special types of flight equipment.
Items of the latter type are not classified as
a part of inventory in the usual accounting
concept of the term. These items are really
extra equipment of a fixed nature which an
airline keeps on hand in case of emergency.
As soon as an inventory item is withdrawn
from stock, it is expensed and charged to
the job of work order. If there is a recovery
of reusable items in connection with mainte
nance or construction jobs, such items are set
up in inventory at a fair and reasonable value
and the job or work order credited. The
policy of airlines varies at to what con
stitutes a fair and reasonable value to give
to the recoverable parts. Reusable spare
parts, and assemblies which may be used
only on special types of flight equipment,
are sometimes included in inventory at their
original cost and the loss in service value
taken care of through a reserve account.
Since it is possible to determine the estimated
life of the flight equipment to which these
spare parts relate, the expense of obsolescence
is computed by estimating the inventory on
hand at the date of retirement of the flight
equipment, deducting the residual value and
accruing through equal monthly charges to
obsolescence expense, the amount of loss thus
determined.
Receivables: Although not an important
item on the balance sheet, “air travel plan
contract receivables” are unique to air car
riers. Frequently, air carriers enter into air
travel contracts with individuals or businesses
wishing to subscribe for such service. An
individual or firm having a good credit rat
ing may deposit with an air carrier a sum of
money (traffic regulations now provide for
a deposit of $425) and designate a certain
person or persons who have the authority
to pledge the credit of depositor for passenger
fares. When received, these deposits are set
up in a liability account—“Air Travel Plan
Liability”—and the designated person or
persons are issued travel cards. On the pres
entation of proper identification to any air
carrier, those persons designated by the de
positor or subscriber are issued passenger
tickets.
At the end of the month, the air carrier
bills its own depositors for the total amount

of tickets issued over its routes, and over the
routes of any other airline. The deposit,
however, is kept intact until the contract
agreement with the depositor is canceled and
the travel card of the depositor returned to
the airline for cancellation.
Liabilities: The liability and net worth
accounts of an airline do not differ from
those found in general commercial businesses.
From an accounting viewpoint, the most un
usual accounts are the reserves for aircraft
and engine overhaul and the deferred credit
for unearned transportation revenue.
Since the Safety Bureau of the Civil Aero
nautics Board requires periodic overhaul of
all aircraft and engines, airlines sometimes
set up reserves for aircraft overhaul and re
serves for engine overhaul to cover this ex
pense. These reserves are accumulated
through uniform charges to operating ex
pense and the actual costs of such overhauls
are charged against the reserve thus created.
The use of these operating reserves affords
an air carrier the benefit of equalizing the
overhaul expenses throughout the year.
The deferred credit account for unearned
transportation revenue is set up to cover the
value of passenger tickets over the carrier’s
own line which have not been used or re
funded as of the date of the balance sheet.
Through the use of this account the pass
enger revenue account always reflects income
from passenger service actually rendered.
Income: The operating revenue of an air
line is derived from passenger fares, mail,
express and freight, excess baggage, charter
and special flights. Revenue is also obtained
from incidental services such as repairs and
overhaul service for others.
In the larger domestically operated air
lines, from sixty-five to eighty per cent of
the operating revenue is obtained from the
sale of passenger tickets. The accounting for
this income involves an intimate knowledge
of the procedural steps necessary to account
for all tickets and to record the earned rev
enue.
The peculiarities found in accounting for
income from passenger fares for art air car
rier are, in general, the same as those en
countered in other forms of interstate car
rier service. These peculiarities are due pri
marily to the various ways in which tickets
may be purchased and to the reciprocal
agreements between the air carriers whereby
tickets are purchased from one company
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while actual transportation is provided by
another.
Tickets may be purchased through the
use of cash or credit as provided in the air
travel plan, or through the use of United
States Government requests, or by an ex
change order or issue wire from an author
ized agency or carrier.
The original supporting document for the
recording of income from passenger fares or
excess baggage is the Ticket Agent’s Report.
This report is executed daily and mailed to
the treasury department of the airline. The
report covers every ticket issued and shows
all the information necessary for the revenue
section of the treasury department to prop
erly record the income from the transporta
tion of persons. Each daily Ticket Agent’s
Report must be audited and analyzed before
a compilation of total income can be ob
tained. When the volume of work warrants
it, business machines are used to compile the
totals after the Ticket Agent’s Reports have
been audited.
The supporting record for the recording
of air mail revenue is the United States Post
Office Form 2702. On this form is shown
the weight of each pouch of mail carried
and an authorized employee of the Post
Office Department must certify to the cor
rectness of the weight before the Department
will accept liability for payment of the serv
ice rendered. The air mail revenue is com
puted monthly from the data shown on
Form 2702. At the same time the income
is Recorded, the receivable due from the
United States Government is set up.
Expenses: The operating expense accounts
of an airline are broken down into nine
major functional groups—flying operations,
ground operations, flight equipment mainte
nance-direct, equipment maintenance-indi-

rect, passenger service, traffic and sales, ad
vertising and publicity, general and admin
istrative, and depreciation. These major func
tional groups are further subdivided into 184
primary accounts. This breakdown with cost
data which are of invaluable aid in control
ling expenditures.
Whenever possible, expenses are charged
directly to the account in the functional
group to which they apply. Indirect costs
such as heat and power, rent, insurance, etc.,
are allocated to the functional group ac
counts on a prorated basis. However, depre
ciation or general and administrative costs
are not apportioned, but are considered
merely as operating expenses. Jobs or work
orders are charged only with direct material
and labor costs, and there is no absorption
of overhead expenses through the work-in
progress account.
Non-operating income and deductions:
The non-operating income, and deductions
from gross income, include those items which
show the net income from miscellaneous
sources such as the profit or loss from the
sale of physical property, cash discounts, etc.
These amounts are relatively unimportant,
but must be considered in order to arrive
at the net income of the air carrier.
Conclusion: In a brief treatise of this
nature, it is not possible to discuss every
phase of airline accounting. Therefore, only
those accounts have been discussed which
are primarily characteristic of the air trans
portation business, or are considered unusual.
The problems which arise in airline account
ing cannot always be solved in the light
of the past experience of other types of
common carriers. Both vision and courage
are needed to find the answer to many
questions in this newest of all fields of trans
portation—the air.

What’s New in Reading
Helen M. Heth, Detroit, Michigan

TERMINATION FINANCING AS PRE
SENTED IN CURRENT
PERIODICALS
The annual convention of the American
Bankers’ Association was held in Chicago in
October and no small part of their meeting
was devoted to the bank’s part in the recon
version program of the nation. The Credit
Policy Commission of the Association has
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published a booklet, Contract Termination
Loans, which presents complete information
on T loans. This may be secured at your
local bank.
Business Week for November 18, 1944, in
a very brief article called “Loan Pool
Grows,” states that 60% of the nation’s busi
ness organizations have net worths of $3,000
or less and 5% have net worths of more than

$200,000. In American Business for October,
Mr. Mark A. Harris, Vice-President of The
Harris Trust and Savings Bank of Chicago,
presents “A Banker Talks About Loans.” He
tells that private banking pools have been
organized to aid these small companies with
their financial difficulties during a post war
period. It is estimated that between $500,000,000 and $750,000,000 will be at their
disposal. Mr. Harris describes a plan in
three parts that any company should follow
if it is anticipating a need for financial as
sistance: analyze its needs, present “accurate
display of . . . whole financial picture—
inventory, equipment, plant, contracts, pay
rolls, sales, taxes, commitments, and liabili
ties, real and potential,” and before need is
pressing “go and talk to your banker.” The
emphasis is on the needs of small business
during the reconversion period; large busi
ness is expected to take care of itself.
The Burroughs Clearing House for Octo
ber contained “Post-War Loans to Small Bus
iness,” by Carl F. Wente, Senior Vice-Presi
dent, Bank of America, N. T. & S. A., San
Francisco, California. The November issue
of the same magazine carried on the same
theme with “Diversified Lending,” by G. A.
Walker, President, Farmers & Merchants
Bank of Long Beach, Long Beach, Califor
nia. Both men are with banks that have had
wide experience in making small loans to
small companies. They stress that they inves
tigate not only the financial data of the

small company, but the character, reputa
tion, and ability of the individual in back
of the request for the loan. As to T loans,
Mr. Walker states, “In my opinion, the new
T loans will aid materially with interim
financing over the period of negotiation fol
lowing cancellation, when the government
will be delayed in making the proper pay
ments. We believe the small commitment
charge is insignificant compared to the pro
tection contractors will receive, and feel
that all producers having war contracts
should be encouraged to apply for T loans.”
Advantages of T loans over VT loans and
over partial payments on terminated con
tracts are discussed by Arnold J. Doescher of
the War Problems Service Department of
the Chicago Association of Commerce in the
Commerce Magazine for November, in an
article called, “Converting War Contract
Termination Claims Into Cash.” The gen
eral workings of the T loan is explained.
Termination Financing for War Con
tracts, a booklet published by the Super
intendent of Documents, Washington, D. C.,
at a price of 10c is the best, current guide to
the mechanics of applying for a T loan or
for a partial payment on a terminated con
tract settlement proposal. It has illustrations
of application forms, and presents in simple
language the regulations to be followed when
making application for either type of finan
cial assistance.

NOTICE
In reply to inquiries of many members, we are showing below
information as to prices of pins officially approved by the two
societies. These pins should be ordered through your local chapter
secretary or through the national secretary.
A.S. W.A. pin ............................................................................ $1.50
A. S. W. A. pin with plain guard showing chapter number. .. . 2.00
A. S. W. A. pin with enameled guard showing
chapter number.............................................
2.25
Pin with 4 pearls on guard (Past president’s pin)—additional. 2.00
C. P. A. guard—additional.......................................................... 1.00
20% federal tax and 3% State of Washington sales tax are to be
added to all of the above prices.
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